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REVIEW OF THE MONTH
On January 27, 1936, the President sent to
the Senate the nominations of six members of
the Board of Governors of the
f Federal Keserve System, ap-
pointed under the provisions
of the Banking Act of 1935, for terms beginning
February 1, 1936. These appointments were
approved by the Senate on January 30.
The initial terms of office of the newly ap-
pointed members of the Board are so arranged
as to provide for the expiration of terms at
2-year intervals and vary from 2 to 14 years.
Members holding office subsequent to the
expiration of these terms will be appointed for
terms of 14 years each.
The newly appointed members of the Board,
the Federal Reserve districts from which they
are appointed, and their terms are as follows:
Marriner S. Eccles, San Francisco district,
4 years.
Joseph A. Broderick, New York district, 14
years.
M. S. Szymczak, Chicago district, 12 years.
John K. McKee, Cleveland district, 10 years.
Ronald Ransom, Atlanta district, 6 years.
Ralph W. Morrison, Dallas district, 2 years.
A seventh member with an 8-year term is
still to be appointed. The President has
designated Marriner S. Eccles to be Chairman
of the Board for a term of 4 years.
On page 84 of this BULLETIN is a table which
gives a list of all members of the Federal
Reserve Board from the beginning of the
Federal Reserve System, with information
regarding the districts from which they were
appointed and their terms of office.
The Board as constituted prior to February 1,
1936, consisted of eight members, including
the Secretary of the Treasury and the Comp-
troller of the Currency as ex officio members.
Under the terms of the Banking Act of 1935,
on August 23, the name of the Federal Reserve
Board was changed to the Board of Governors
of the Federal Reserve System, and the Gov-
ernor and Vice Governor became Chairman and
Vice Chairman, respectively, but the member-
ship of the Board remained unchanged until
February 3, 1936.
Mr. Eccles was appointed to the Federal
Reserve Board and designated as Governor
effective November 15, 1934,
Members of new r • r>n • A J.
Board. becoming Chairman on August
23, 1935, upon passage of the
Banking Act of 1935. He came to Washington
in January 1934 as an assistant to the Secretary
of the Treasury. He was born in Logan, Utah,
September 9, 1890. Prior to coming to Wash-
ington he had been engaged in banking and
industry in the West for more than 20 years.
Mr. Broderick was born in New York City
in December 1881. He began his banking
career in New York City. After being chief
clerk and auditor in a trust company, he became
an examiner in the New York State Banking
Department. He was a member of the com-
mittee appointed by the Secretary of the
Treasury to work out technical organization
of the Federal Reserve banks. He was the
first Chief Examiner of the Federal Reserve
Board, and in 1918 he became the Secretary
of the Board. He resigned in 1919 to become a
vice president in the foreign department of the
National Bank of Commerce in New York.
Ten years later he was appointed superin-
tendent of banks for the State of New York,
serving throughout the most difficult period in
banking history.
Mr. Szymczak was appointed a member of
the Federal Reserve Board effective June 14,
1933. He was born in Chicago, August 15,
1894, received his A. B. and A. M. degrees at St.
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Mary's College, Kentucky, and De Paul
University, Chicago, and pursued further
studies at other schools. He spent some
years in business and also taught business
administration, economics, and allied subjects
in the College of Commerce at De Paul Uni-
versity and in other schools for many years.
At the time of his appointment to the Board
he was comptroller of the city of Chicago.
Mr. McKee was born in Pittsburgh, Novem-
ber 19, 1891, and received his education in
the public schools there, Allegheny Prepara-
tory School, and the University of Pittsburgh,
specializing in banking and commercial law.
He has had a wide general experience in busi-
ness and banking. In 1931-32 he represented
the Comptroller of the Currency as receiver for
insolvent national banks in Ohio and Pennsyl-
vania, and subsequently became examiner for
the Keconstruction Finance Corporation in
charge of bank reorganizations. Since 1933
he has been Chief of the Examining Division
of the Reconstruction Finance Corporation.
Mr. Ransom was born in Columbia, S. C,
January 21, 1882, received his LL. B. degree
at the University of Georgia in 1903 and was
admitted to the bar the same year. He en-
gaged in the general practice of law in Atlanta
until 1922, when he became vice president of
the Fulton National Bank. At the time of his
appointment to the Board he was executive
vice president of that bank and in charge of its
trust department. He has been a director in
several corporations, president of the Atlanta
Clearing House Association, president of the
Georgia Bankers' Association, and for many
years has been active in the American Bankers'
Association and the Reserve City Bankers'
Association.
Mr. Morrison was born in Howell County,
Mo., September 7, 1882, and educated in
public schools and college at West Plains, Mo.
He began his business career in the operating
department of a railroad and then engaged in
the sale of railroad equipment in the United
States and various foreign countries. He
afterward became interested in development
of water power and the operation of electric
power plants which in 1916 were incorporated
into the Central Power & Light Co., and
operated until sold in 1925. Since then he has
been in business in San Antonio and engaged
in the development of a large ranch. In 1933
Mr. Morrison served as a member of the
American delegation to the World Monetary
and Economic Conference at London.
On January 24 the Board of Governors,
acting under the powers granted it by the
Securities Exchange Act of
1934> announced an increase
effective February 1 in margin
requirements on loans made by brokers and
dealers in securities. Under the new rule,
the minimum required margin on a loan col-
lateraled by a security that has advanced in
price by less than 33 percent above its lowest
price since July 1, 1933, will continue to be 25
percent of current market price, while the
margin on loans on securities that have had the
largest increases in price will be 55 percent,
rather than 45 percent as heretofore. Margins
required on other securities will vary between
25 percent and 55 percent of current market
price, depending upon the degree of their price
advance. An amendment to Regulation T
adopted by the Board and a supplement pre-
scribing the new margin requirements are
printed on page 122.
Since March of last year the stock market
has shown increasing activity at advancing















with little interruption for a
period of nearly 8 months and the volume
of transactions increased. Average prices of
common stocks, as measured by the index of the
Standard Statistics Co. for more than 400
stocks, increased by about 50 percent in this
period. For the most part the increase in
prices reflected cash purchases and was not
accompanied by a corresponding increase in
bank loans on securities. The absence of
flotation of new issues, other than for refunding
outstanding issues, contributed in an important
degree to the rise in prices of existing securities.
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The rise in prices from March to November
was the most sustained advance in the stock
market since 1929. After the middle of
November the upward movement was inter-
rupted but was resumed late in December and
continued in January. In the third week of
January the average level of prices of com-
mon stocks, as measured by the Standard
Statistics Co. index, was again at a new high
level. The advance was accompanied by an
increasing volume of trading on the New York
Stock Exchange and other securities exchanges.
The chart shows by weeks for the past 5
years the course of prices for common stocks
on the New York Stock Exchange. It indi-
cates that the lowest level of stock prices after





















the advance in stock prices since that time
has approximated 200 percent, that there has
been a sustained and substantial advance
since the spring of 1935, and that in Jan-
uary 1936 the advance was proceeding at
an accelerated rate. The level reached in
January was the highest in more than 4 years
and was somewhat above the level of 1926.
The accompanying table gives separate figures
for industrial, railroad, and utility issues for
1926, the middle of 1932, the spring of 1935,
and January 1936. It brings out the fact
that as compared with the levels of 10 years
ago the industrial issues in the third week of
January were about 16 percent higher, while
the railroad issues were about 55 percent
lower and the utilities at about the 1926 level.
INDEX OF PKICBS OF 421 COMMON STOCKS
[Standard Statistics Co.]


























Loans^by member banks in leading cities to











increase in the first three quar-
ters of 1935, and most of the fluctuations during
the year reflected principally borrowings by
dealers in Government securities in connection
with public-debt operations and seasonal and
other temporary influences. In the last 2
months of the year there was a substantial in-
crease, which was also partly seasonal, but on
January 29, 1936, brokers' loans by reporting
banks were about $130,000,000 larger than on
October 30, 1935.
Customers' borrowings from brokers showed
a continuous increase after the^ middle of the
year. Since late summer, figures as of the end
of each month have been reported currently to
the Board by member firms of the New York
Stock Exchange showing total debit balances
in customers' accounts with the reporting firms,
representing extensions of credit by brokers to
customers, and the amount of the firms' bor-
rowings from banks. About 400 of these firms
carry margin accounts for customers, and for
this group of firms customers' borrowings from
them and their own borrowings from the banks
during the last 4 months of 1935 increased.
In this period customers' borrowings from
these brokers increased by about $200,000,000,
and the brokers' borrowings from banks in-
creased by approximately $150,000,000, or
about 20 percent. The funds making it pos-
sible for brokers to increase their extensions
of credit to customers more rapidly than
their borrowings arose chiefly from an increase
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in the credit balances held with brokers by such
of their customers as were not indebted to
them.
The course of bank loans on securities to
borrowers other than brokers and dealers in
securities is indicated by the weekly figures re-
ported to the Board by member banks in lead-
ing cities. These figures, after decreasing con-
tinuously over a period of years, increased from
September 18 to December 31, 1935, by ap-
proximately $50,000,000, which represented a
temporary increase arising partly from end-of-
year needs for cash. In January they again
declined.
It is an unusual development for a rise of 50
percent in stock prices in a short period of time
not to be accompanied by a sub-
Margins as an stantial increase in the amount
instrument of
credit control. oi bank credit used lor carrying
securities. The abundance of
funds in the hands of investors is in large part
responsible for this unusual turn of events in
1935, and the margin requirements appear also
to have been a factor, in that they limited with-
drawals of cash from margin accounts for the
purpose of realizing profits from a rise in stock
prices and thereby reduced the need of bor-
rowing by brokers.
By the latter part of 1935, however, most
stocks had advanced in price to a point at
which, by reason of the mechanical effect of
the price advance on margin requirements,
withdrawal of profits or their use as margin for
further commitments was again possible.
There were evidences of increased borrowing
by brokers' customers, and to some extent by
the brokers themselves, for the purpose of
purchasing and carrying securities. In order
to forestall an excessive growth in the use of
credit for these purposes, the Board increased
the margin requirements on the stocks that
have risen most in price.
The power of the Board to raise margin re-
quirements provides an instrument for control-
ling the demand for credit from speculators in
the stock market without restricting the supply
available for other borrowers. It differs from
other means of credit control in that it affects
directly the demand for credit rather than the
available supply or cost. Through the use of
this instrument it may be possible for the Board
to exert a restraining influence on the use of
credit for speculation in the stock market
before it has reached a stage at which the
general business and credit situation is un-
favorably affected. The use of the instrument
exercises a restraint on speculation without
limiting the supply or raising the cost of credit
to agriculture, trade, and industry.
It will be recalled that the Securities Ex-
change Act contains a formula on which margin
requirements shall be based but
Effect of margin provides that the Board may requirements on ^ .. 1 _ . _
 J
loans. prescribe lower or higher re-
quirements, if conditions make
it desirable to do so. The statutory formula
was adopted by the Board on October 1, 1934,,
and continues in effect, except that the highest
required margin has been increased by the
Board's recent action. The statutory formula
provides in effect that a loan on a security
must not be greater than whichever is the
higher of:
(1) Fifty-five per centum of the current
market price of the security, or
(2) One hundred per centum of the lowest
market price of the security since July 1, 1933,
but not more than 75 per centum of the current
market price.
The theory on which the statutory margin
formula was based was to provide for a con-
stant increase of restraining influences as the
prices of stocks advanced above their lows.
So long as the price of a stock is less than 133
percent of the low price in the period prescribed
a customer may borrow from a broker as much
as 75 percent of its market price, because up to
that point 75 percent of the market price would
not exceed 100 percent of the low price. When
the price of a security advances above 133
percent of its low price, the amount that can
be borrowed on it does not increase and the
percentage margin requirement, therefore, in-
creases as the price advances. Under the
statutory formula this condition continued
until the price rose above 182 percent of its
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low, when a constant 45-percent margin re-
quirement became effective. The reason that
the situation changed at the 182-percent line
was that 55 percent of 182 is 100, so that at
prices above 182 percent of the low a loan of
55 percent of the market price would be more
than a loan of 100 percent of the low price
and would, therefore, be the alternative chosen
as the basis of calculating margin requirements
and loan values.
One effect of this formula has been that, dur-
ing the rise of the price of a security from 133 to
182 percent of the low price, no additional
amount could be borrowed on the security, and
consequently the profits arising out of the rise
could not be withdrawn or used as margin for
additional borrowing. In other words profits
could not be pyramided, and the stretch of value
between 133 and 182 percent of the low price of
a stock has come to be known as the "anti-
pyramiding zone." When a rise in the price
of a stock carried it above 182 percent of its
low, however, each additional advance of $1
enabled the borrower to withdraw 55 cents of
his profits or to use that amount as margin
for additional borrowing. Profits could once
more be pyramided.
In recent months stocks in which three-
fourths of the trading has been done, including
most of the more active and important stocks,
were subject to the 45-percent margin require-
ment; less than 8 percent required a margin of
25 percent, the lowest permitted under the
regulation; and on the remainder required mar-
gins ranged from 25 percent to 45 percent of
their current market prices.
It is estimated that at the end of 1935 margins
required on active issues averaged about 40
percent of current market prices, as com-
pared with about 30 percent at the time the
Board's regulation was put into effect in Octo-
ber 1934. This automatic increase in margin
requirements as stock prices advanced repre-
sents the effects of the operation of the statu-
tory formula. During a part of the advance
pyramiding of profits was not possible for most
45-347—36 2
stocks, but the rise in prices brought an increas-
ing number of stocks to the level at which
pyramiding (with a 45-percent margin) was
again possible. Thus the statutory formula had
ceased to operate as a prevention of pyramiding
on the majority of active stocks.
The recent action of the Board in raising
from 45 to 55 percent of market price the
margin required for the securities that have
risen most in price has the effect of raising from
182 to 222 percent of the low price, the level to
which the price must have advanced before
pyramiding of profits again becomes possible,
because not until the price rises above 222
percent is 45 percent of the market price more
than 100 percent of the low price.
It is estimated that after this change is in
effect there will be in the so-called antipyra-
miding zone stocks with a volume of trading
amounting to about one-third of the total
dollar volume of trading in stocks on the New
York Stock Exchange. Stocks in which nearly
two-thirds of the trading is done will be sub-
ject to the maximum margin requirement of
55 percent. On this group of stocks, pyra-
miding of profits will still be possible, since for
each dollar of price advance 45 cents will
become available to margin additional bor-
rowing.
Reserve balances of member banks in excess
of legal requirements amounted to approxi-
mately $3,080,000,000 on Jan-
uary 31, as compared with a
peak of about $3,300,000,000 on December 11
and a subsequent low level of $2,690,000,000 on
December 24. There was an increase of
$240,000,000 in January. The contributing
factors in this increase were a return of $140,-
000,000 of currency to the banks from holiday
circulation and net disbursements by the
Treasury from its cash holdings and deposits
with the Federal Reserve banks. Gold im-
ports, which averaged about $63,000,000 a week
from September 18 to December 18, 1935, were
in relatively small volume during the last half
of December and in January.
Excess reserves.
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With the cessation of the gold outflow from
France early in December the movement of gold














earlier subsided. On January
2 the Bank of France reduced its discount rate
to 5 percent, and a week later to 4 percent.
The lower rate was retained in the face of the
renewed loss of gold accompanying the over-
turn of the Laval government, and open-
market discount rates remained close to the 4
percent level to which they had become
adjusted.
A similar process of reduction of central
bank and open-market discount rates had
begun in October in the Netherlands, and by
the end of January open-market rates in
Amsterdam had fallen substantially below the
3 percent rate established in the middle of the
month by the Netherlands Bank. Notwith-
standing these recent declines, however, the
level of rates in the three gold-bloc countries
—France, Netherlands, and Switzerland—
remained considerably higher than rates in
London and New York.
This higher level of rates in the gold-bloc
countries began to develop, somewhat irregu-
larly, early in 1933 but did not become pro-
nounced until the spring of 1935. The un-
usually easy conditions that prevailed in world
money markets in the last half of 1932, except
in Berlin, where the crisis of 1931 had seriously
impaired the lending power of the commercial
banks, arose from the large volume of bank
funds seeking short-term investment and the
low volume of business activity. Subsequent
developments have reflected chiefly the altered
reserve position of the commercial banks and
central bank discount policies.
In the past 3 years reserves of commercial
banks in the gold-bloc countries have re-
peatedly been reduced by outward movements
of capital. To some extent commercial banks
have met the withdrawal of funds by borrowing
at the central bank. This has been particu-
larly marked since the spring of 1935 in Swit-
zerland and France, and as a result central
bank rates in those countries have largely
FEBRUARY 1936
governed market rates. In the Netherlands,
the commercial banks have also borrowed
heavily at those periods when the outward
movement of gold has been severe, and prompt
action by the Netherlands Bank has been
followed by sharp advances in open-market
rates. Subsequently, however, most of the
borrowings have been repaid, leaving the mar-
ket relatively independent of the central bank.
This is reflected at the present time in the
spread between central bank and open-market
rates in Amsterdam.
In the table the outward movement of funds
is reflected in the decline in central gold re-
serves, and the accompanying shifts in com-
mercial bank reserve balances and borrowing
are indicated by the changes in deposits and
loans of the central banks, although both of
these items also include central bank transac-
tions with the general public.
MONEY MARKET FACTORS IN GOLD-BLOC COUNTRIES



















































1 Government deposits excluded, except in Switzerland, where they
are not reported separately.
Borrowing operations in the gold-bloc coun-
tries have only partially offset the heavy with-
drawal of funds. In January 1936 commer-
cial bank reserves in these countries appear to
have been little more than a third as large as
in the autumn of 1932. Commercial bank
reserves in the United States and England, on
the other hand, were at a high level, and open-
market rates in New York and London were
well below 1 percent.
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Except for temporary variations, cash re-











years have been maintained at
the high figure reached at the end of 1932, and
short-term money rates have shown only
minor fluctuations. Early in 1932 the Bank of
England began to increase its holdings of securi-
ties and gold, and this contributed to further
ease in the money market and facilitated the
Government's program of converting the public
debt to a lower interest basis. Between April
and December 1932 the cash reserves of the
London clearing banks increased nearly 20
percent; and largely on the basis of these added
reserves the banks expanded by two-thirds
their holdings of bills and securities, the bulk
of which consists of Government obligations.
In part the increase represented the employ-
ment of resources released by the continued
contraction of commercial loans. At the end
of 1932 both short-term money rates and high-
grade bond yields were substantially lower than
they had been earlier in the year.
Since the end of 1932 high-grade bond yields
have declined further. There has been little
further increase in commercial bank reserves,
but the banks have continued to purchase
securities with resources released by the reduc-
tion in their holdings of Treasury bills that
accompanied refunding operations of the Gov-
ernment. At the end of 1935 long-term invest-
ments constituted about a third of the earning
assets of the London clearing banks, which is
more than double the portfolio maintained in
the years immediately preceding the depression.
At the present time the London clearing
banks, in contrast with member banks in the
United States, have no reserves in excess of the
customary ratio to deposits. The inflow of
funds since the abandonment of the gold
standard in 1931 has gone only in small part
into bank reserves. Much private foreign
capital transferred to England has been utilized
to purchase gold, which has thus been tem-
porarily withdrawn from monetary use. Gold
operations of the Exchange Equalization Ac-
count have also been without effect. When, as
the result of an excess of payments due to
Great Britain from abroad, the account buys
gold, the funds so placed in the market are
automatically withdrawn by the sale of securities
to finance the gold purchase. Similarly, when
the account sells gold, the proceeds are invested
in securities and so returned to the market. The
Bank of England has purchased gold only at its
own discretion and in conformity with its other
operations. Consequently neither inward nor
outward movements of gold since 1931 have
materially influenced the available volume of
money market resources in England.
Retiring Board Members
At the request of the Board of Governors of
the Federal Reserve System, Mr. Adolph C.
Miller, who was a member of the Federal Re-
serve Board from the time it was established
in 1914, will continue, in an advisory capacity,
the supervision he has exercised over the plans
for and construction of the Board's new build-
ing since its inception.
Mr. Charles S. Hamlin, another member of
the original Board, who was also its first gov-
ernor, has accepted appointment as a special
counsel to the Board, acting in an advisory
capacity.
Mr. J. J. Thomas has been appointed a class
C director of the Federal Reserve Bank of
Kansas City and designated as chairman and
Federal Reserve agent to fill the vacancy which
has existed since the death of Mr. M. L. Mc-
Clure. Judge Thomas' appointment as a class
C director is for the unexpired term ending
December 31, 1938, and his designation as
chairman and Federal Reserve agent is for the
remainder of the current year.
Mr. George R. James, who had accepted re-
appointment in 1931 for the emergency period,
will resume his business connections in Mem-
phis, Tenn.
LOANS AND INVESTMENTS OF ALL MEMBER
BANKS
According to preliminary figures tabulated
from December 31 call reports, total loans and
investments of all member banks inci eased by
an additional $630,000,000 during the period
from November 1 1935, to December 31, 1935,
making a total increase of $1,780,000,000 for
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the entire year. Detailed figures are shown in
the table on page 93 of this BULLETIN.
The largest increase during the last 2 months
of 1935 occurred in the banks' holdings of
direct obligations of the United States Govern-
ment, which rose by $420,000,000, compared
with an increase of $170,000,000 for the pre-
ceding 10 months. Holdings of obligations
fully guaranteed by the Government remained
practically unchanged in the last 2 months,
after a substantial increase during the pre-
ceding year and a half. Holdings of other
securities declined somewhat at the end of the
year but showed an increase for 1935 as a
whole. Loans to customers on securities,
which had decreased steadily since 1930,
showed little change in November and De-
cember 1935, while other loans to customers
continued the increase which characterized
the entire year. Loans to security biokers
and dealers, which showed little change in the
first 10 months of 1935, increased by $230,000,-
000 in the last 2 months, reflecting in part
seasonal influences.
The largest expansion in loans and invest-
ments in the last 2 months of 1935, as well as
for the year as a whole, occurred at central
reserve and reserve city banks. Holdings of
direct Government obligations increased dur-
ing November and December by $170,000,000
at central reserve city banks, by $190,000,000
at reserve city banks, and by $60,000,000 at
country banks. For the year as a whole
holdings of direct obligations of the Govern-
ment by country banks decreased somewhat,
reflecting the retirement of bonds held as
collateral for national bank notes, while their
holdings of guaranteed obligations and of other
securities showed substantial increases. Cus-
tomers
7 loans increased during the year at
reserve city banks and declined at country
banks. The increase in brokers' loans occurred
almost entirely at New York City banks,
which now make the bulk of these loans.
LOANS OF UNITED STATES GOVERNMENT CORPORATIONS AND CREDIT AGENCIES
On December 31, 1935, the outstanding
loans of United States Government corpora-
tions and credit agencies totaled $8,300,000,000,
an increase of $1,000,000,000 from December
31, 1934. The growth reflected principally
increases in farm and home mortgage loans
made by agencies of the Farm Credit Adminis-
tration and by the Home Owners' Loan
Corporation and in crop loans made by the
Commodity Credit Corporation. Investments
of Government corporations and credit agencies
in preferred stock and capital notes and
debentures of private companies, chiefly invest-
ments by the Reconstruction Finance Corpora-
tion in banks and trust companies, totaled
about $880,000,000 on December 31, 1935, an
increase of $40,000,000 during the year.
Loans and investments of the various
agencies on December 31, 1935, as shown in a
statement published by the Treasury Depart-
ment, appear in the table on page 101, which is
regularly published in the BULLETIN. Figures
for the Reconstruction Finance Corporation
and the credit agencies under the Farm Credit
Administration and the Home Loan Bank Board
appear in more detail on pages 102 and 103.
As shown in the following table, the increase
in loans of Government corporations and credit
agencies during 1935 was largely in loans of
agencies which derived nearly all of their funds
from issuing their own securities, some of which
are fully guaranteed by the United States as
to payment of interest and principal. Loans
by corporations and agencies thus financed
partly from Government funds and partly
from private funds amounted to $6,100,000,000
on December 31, 1935, an increase of about
$900,000,000 during the year.
Loans of the corporations and agencies which
are financed wholly from Government funds
increased by about $100,000,000 during 1935,
to a total of $2,200,000,000 at the end of the
year, and their holdings of preferred stock and
capital notes and debentures increased by
$40,000,000, to a total of about $880,000,000.
Most of the loans were made directly by the
Reconstruction Finance Corporation, which
sells its obligations to the United States
Treasury, or by other agencies from funds
advanced by the Reconstruction Finance Cor-
poration. The increase during 1935 reflected
chiefly an increase of more than $250,000,000
in loans on crops, livestock, and commodities
and was principally in loans of the Commodity
Credit Corporation, which is financed through
the Reconstruction Finance Corporation. It
also included an increase in such loans made by
the Farm Credit Administration from Govern-
ment funds. A more detailed discussion of
the changes in the loans and investments of the
Reconstruction Finance Corporation and in
crop loans appears in subsequent paragraphs.
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ASSETS AND LIABILITIES OF GOVERNMENT CORPORA-
TIONS AND CREDIT AGENCIES, DEC. 31, 1935




Crop, livestock, and commodity
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All other _ _
Total loans __
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Securities of Government credit
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1 Less than $500,000. 2 Previously published figures for Dec. 31, 1934, adjusted for re-
vision in tabulation during 1935.
Investments of Government corporations and
credit agencies, other than holdings of preferred
stock and capital notes and debentures, consist
chiefly of direct obligations of the United States
Government and securities of Government credit
agencies. Of the total of $450,000,000 of
direct obligations of the Government held by
these agencies on December 31, 1935, nearly
$300,000,000 represented investment by the
Federal Deposit Insurance Corporation of the
capital stock of that corporation subscribed by
the United States Treasury and by the Federal
Reserve banks. Investment in obligations
of other Government credit agencies in-
cluded about $200,000,000 of obligations fully
guaranteed by the United States and about
$850,000,000 of other obligations of these
agencies. Fully guaranteed Federal Farm
Mortgage Corporation bonds are held by
agencies under the Farm Credit Administra-
tion, principally the banks for cooperatives,
the production credit corporations, and the
Federal intermediate credit banks, while prac-
tically all the investment in guaranteed bonds
of the Home Owners
7 Loan Corporation is held
by the Federal home loan banks and the Fed-
eral Savings and Loan Insurance Corporation.
About $750,000,000 of the investment in other
securities of Government credit agencies are
Federal land bank bonds held by the Federal
Farm Mortgage Corporation, which has taken
the bonds in exchange for its fully guaranteed
obligations. The latter have been used by the
land banks largely in exchange for mortgage
loans.
Liabilities of Government corporations and
agencies on December 31, 1935, included about
$4,500,000,000 of obligations fully guaranteed
by the United States as to principal and interest,
issued by the Reconstruction Finance Corpora-
tion, the Federal Farm Mortgage Corporation,
and the Home Owners' Loan Corporation,
$1,900,000,000 of Federal land bank bonds and
$130,000,000 of Federal intermediate credit
bank debentures. Increases during the year
reflected largely issues of fully guaranteed
bonds, part of which w^ere used to retire
partially guaranteed bonds.
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Reconstruction Finance Corporation.—Al-
though total loans and investments of the
Reconstruction Finance Corporation, exclud-
ing funds advanced to the Commodity Credit
Corporation, showed little change in 1935,
there were substantial changes in various types
of loans, as shown in the following table. In
general, loans to credit agencies decreased,
while other loans increased.
The principal increase was $152,000,000 in
holdings of securities purchased from the
Public Works Administration, representing
loans to railroads and State and local govern-
ments for public works. During the year the
Corporation paid $264,000,000 to the Public
Works Administration on account of securities
taken over and received $112,000,000 from
public sales of part of these securities. There
were also further increases during 1935 in out-
standing loans made to business enterprises
and public bodies other than credit agencies
largely for productive purposes, amounting to
about $60,000,000 in loans for self-liquidating
projects and to drainage, levee, and irrigation
districts, more than $30,000,000 in loans to
industrial and commercial enterprises, and
$20,000,000 in loans to railroads.
Repayments by banks and other private
credit agencies continued in 1935, as in 1934, to
be substantially larger than new loans made.
In 1935 they included large repayments of loans
made to aid distributions to depositors of closed
banks. The amount of such loans repaid dur-
ing the year totaled $312,000,000 as compared
with new loans of $114,000,000, and outstand-
ing loans for such purposes were nearly $200,-
000,000 smaller on December 31, 1935, than a
year earlier. Other loans to banks declined by
about $60,000,000 to $185,000,000, while hold-
ings of preferred stock and capital notes and
debentures of banks increased by less than
$40,000,000, as compared with an increase of
$600,000,000 in 1934. Only a small amount of
new loans were made in 1935 to mortgage com-
panies for purposes other than payments to
depositors of closed banks, and there were
practically no loans to insurance companies and
building and loan associations, while repay-
ments were substantial. As a consequence the
total of loans to these private credit agencies
declined by more than $50,000,000 during the
year.
LOANS AND INVESTMENTS OF THE RECONSTRUCTION
FINANCE CORPORATION DURING 1935
[In millions of dollars]
Loans:
For distribution to depositors in
closed banks
Other loans to banks.
Other loans to mortgage companies.




To drainage, levee, and irrigation
districts
To industrial, commercial, mining,
etc., businesses
To Public Works Administration
on security transactions
All other



























































1 Less than $500,000.
2 Largely to Federal land banks. 3 Excluding advances to Commodity Credit Corporation.
Mortgage loans.—Farm-mortgage and home-
mortgage loans made in 1935 were considerably
smaller than in 1934, reflecting a marked lessen-
ing in the pressure for loans to assist distressed
mortgagors. Farm-mortgage loans by Federal
agencies are made by the Land Bank Commis-
sioner with funds obtained from the Federal
Farm Mortgage Corporation and by the Fed-
eral land banks. Home-mortgage loans, which
have been largely emergency loans, have been
made by the Home Owners' Loan Corporation.
The United States Treasury owns a large part
of the capital stock of the Federal land banks
and all of the capital stock of the Federal Farm
Mortgage Corporation and the Home Owners'
Loan Corporation.
On December 31,1935, the outstanding farm-
mortgage loans of the Federal land banks and
the Land Bank Commissioner totaled $2,870,-
000,000, which was $330,000,000 larger than at
the end of 1934. The increase during 1935
compares with an increase of $1,230,000,000
during 1934, when lending activities were
directed largely toward relieving emergency
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situations. By December 31, 1935, the Home
Owners' Loan Corporation had made home-
mortgage loans in an aggregate amount of
$2,940,000,000. Of this amount $740,000,000
was advanced during 1935 and practically the
entire balance during the calendar year 1934.
In 1935, as in 1934, the majority of loans were
made by giving obligations fully guaranteed by
the United States in exchange for mortgages.
During 1935, however, conditions became more
favorable for financing of mortgage obligations
through publicly offered issues. The practice
of disbursing Federal Farm Mortgage Corpora-
tion bonds, rather than cash, in connection with
farm-mortgage loans was discontinued for loans
closed during the latter part of the year. The
Federal land banks refunded about $500,000,000
of their bonds, bearing interest rates of A.% and
5 percent, into 3 and 3% percent bonds. In De-
cember, for the first time since 1930, a sub-
stantial amount of Federal land bank bonds
was issued to obtain funds for other than re-
funding purposes, An issue of $100,000,000 of
3-percent bonds was sold at 98% to provide
$37,000,000 for new mortgage loans and the
remainder for refunding called bonds.
Repayments of principal on mortgage loans
of the Home Owners
7 Loan Corporation are
required by law to be applied to retirement of
bonds and by December 31, 1935, about
$60,000,000 of the various issues of Home
Owners' Loan Corporation bonds had been
retired in this manner.
Institutions under the Home Loan Bank
Board, with the exception of the Home Owners'
Loan Corporation, are permanent home mort-
gage financing agencies. The Home Loan
banks are organized with capital stock sub-
scribed largely by the United States Treasury.
They supply funds to member institutions,
including Federal savings and loan associations
and other building and loan associations, which
make home-mortgage loans directly to the
public. During the first 3 months of 1935,
loans of the home loan banks declined by about
$15,000,000, but from March to the end of the
year they increased by about $30,000,000 and
on December 31, 1935, exceeded $100,000,000.
This increase occurred in a period when resi-
dential building activity and the number of
associations eligible to borrow were increasing.
There was a steady increase during 1935 in
the number of Federal savings and loan asso-
ciations chartered. These are local organiza-
tions for making home-mortgage loans which
are organized under Federal charter and receive
a part of their operating capital from the United
States Treasury. At the end of the year over
1,000 associations had been chartered, including
600 new associations and 400 associations
which, originally organized under State laws,
have taken out Federal charters. Reports by
about 750 of these associations showed mort-
gage loans on December 31, 1935, aggregating
about $270,000,000, about one-fifth of which
were made by the new associations formed
under Federal charter and the remainder by
converted associations.
The growth in number of Federal savings and
loan associations was accompanied by an in-
crease of nearly $40,000,000 m the capital stock
subscribed by the United States. In Septem-
ber the Home Owners' Loan Corporation began
to use an allotment of $300,000,000 of Home
Owners' Loan Corporation bonds provided by
law to make funds available to private home
loan institutions through the purchase of their
stock. By the end of the year it had invested
nearly $20,000,000 in this manner, the major
part in shares of Federal savings and loan
associations.
Short-term agricultural loans.—The principal
changes during 1935 in short-term agricultural
loans of Federal agencies, as shown in the fol-
lowing table, were increases in the crop loans
of the Commodity Credit Corporation and in
emergency crop and drought relief loans under
the Farm Credit Administration. There were
seasonal changes in other crop loans and an
increase in the lending activity of the banks for
cooperatives.
SHORT-TERM AGRICULTURAL LOANS OF FEDERAL
CREDIT AGENCIES
 X
[In millions of dollars]
Commodity Credit Corporation .-.
Agencies under the Farm Credit Ad-
ministration:
Emergency crop and drought loans-
Production credit associations
Regional agricultural credit asso-
ciations . -. _ -_ _
Loans to cooperatives:
Banks for cooperatives, includ-
ing central bank
Other





























i Other than by Reconstruction Finance Corporation,
a May 31, 1935.
3 Other than loans and discounts for agencies under the Farm Credit
Administration and loans direct to cooperatives.
Emergency crop and drought loans on De-
cember 31, 1935, were $60,000,000 larger than
a year earlier. These loans increased by about
$90,000,000 during the spring months, largely
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as a result of an appropriation in March of
$60,000,000 of Federal funds to provide for the
needs of farmers unable to obtain credit else-
where for feed, seed, and fertilizer. In the
autumn months loans were partially repaid as
crops were harvested. Aggregate loans of
production credit associations and of regional
agricultural credit corporations, which are being
replaced by the production credit associations,
showed a seasonal increase of about $30,000,000
during the spring for crop and livestock
financing, as well as for general agricultural
purposes. In the latter part of the year these
loans declined by $40,000,000.
Loans are made to cooperatives by several
lending agencies and for a variety of purposes,
including processing and marketing of farm
products, purchase and distribution of farm
supplies, and furnishing farm business services.
These loans may run for longer periods than
the usual crop loan depending on the credit
needs of the borrowing association. After
declining slightly through June, outstanding
loans to cooperatives by the banks for coopera-
tives, including the central bank, increased
$26,000,000 between June^ and the end of the
year. Greater lending activity resulted in part
from the Farm Credit Act of 1935, approved in
June, which broadened the lending powers of
these banks, reduced the interest rates, and
provided for rediscount of loans with the
Federal intermediate credit banks. The in-
crease in loans by the banks for cooperatives
was more than offset by a decline in other
loans to cooperatives made under the Farm
Credit Administration, chiefly direct loans by
the Federal intermediate credit banks.
The Commodity Credit Corporation has
used funds advanced by the Reconstruction
Finance Corporation to finance loans on com-
modities connected with the adjustment and
marketing programs of the Agricultural Adjust-
ment Administration. It has made crop loans
directly to producers and has also taken over
loans made by banks and other private lending
agencies with a purchase guarantee by the
Corporation. Lending activities of the Cor-
poration during 1935 comprised chiefly the
purchase of producers' notes for 12-cent loans
on the 1934 cotton crop. The greater part of
the increase took place in the summer, when
the maturity date on these loans was extended
to February 1, 1936, and the Corporation took
over from private lending agencies a substantial
portion of their holdings of producers' notes.
On December 31, 1935, the Corporation had
outstanding loans of about $270,000,000, as
compared with less than $40,000,000 a year
earlier. The loans included more than
$250,000,000 on 1934 cotton at 12 cents a
pound and small amounts on 1935 cotton at
10 cents a pound, on the 1935 corn crop, and
on gum, turpentine, and rosin.
EXTENDING POWERS CONFERRED BY SECTION
10 OF THE GOLD RESERVE ACT OF 1934 AND
SECTION 43 OF THE ACT APPROVED MAY
12, 1933
BY THE PRESIDENT OF THE UNITED STATES OF
AMERICA
A PROCLAMATION
Whereas, section 10 of the Gold Reserve Act
of 1934, approved January 30, 1934 (Public,
Numbered 87, Seventy-third Congress), pro-
vides among other things:
SEC. 10. * * *
(c) All the powers conferred by this section shall
expire two years after the date of enactment of this
Act, unless the President shall sooner declare the
existing emergency ended and the operation of the
stabilization fund terminated; but the President may
extend such period for not more than one additional
year after such date by proclamation recognizing the
continuance of such emergency.
and whereas, paragraph (b) (2), of section 43,.
Title III, of the Act approved May 12, 1933
(Public, Numbered 10, Seventy-third Congress)
as amended, provides among other things:
(2) * * * The powers of the President specified
in this paragraph shall be deemed to be separate,,
distinct, and continuing powers, and may be exercised
by him, from time to time, severally or together, when-
ever and as the expressed objects of this section in his
judgment may require; except that such powers shall
expire two years after the date of enactment of the
Gold Reserve Act of 1934 unless the President shall
sooner declare the existing emergency ended, but the
President may extend such period for not more than
one additional year after such date by proclamation
recognizing the continuance of such emergency.
and whereas, such emergency which existed on
January 30, 1934, the date of approval of said
Gold Reserve Act of 1934, has not been termi-
nated by international monetary agreement or
otherwise, but, on the contrary, continues and
has been intensified in divers respects by un-
settled conditions in international commerce
and finance and m foreign exchange; and
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Whereas, by virtue of the continuance of
such emergency, it is necessary to extend the
period during which the powers conferred by
said Section 10 of said Gold Reserve Act of
1934 and the powers specified in said paragraph
(b) (2), of Section 43, Title III, of said Act
approved May 12, 1933, as amended, may be
exercised,
Now, therefore, be it known that I, Franklin
D. Roosevelt, President of the United States
of America, by virtue of the authority vested
in me by the Acts of Congress above set forth,
and by virtue of all other authority in me
vested, recognizing the continuance of the
emergency existing on January 30, 1934, do
hereby proclaim, order, direct and declare:
That the period of two years within which the
powers conferred by Section 10 of the Gold
Reserve Act of 1934, and the powers specified
in paragraph (b) (2), of Section 43, Title III,
of the Act approved May 12, 1933, as amended,
may be exercised be, and it hereby is, extended
for one additional year from January 30, 1936.
In witness whereof I have hereunto set my
hand and have caused the seal of the United
States of America to be affixed.
Done at the City of Washington this 10 day
of January, in the year of our Lord nineteen
hundred and thirty-six, and of the independence
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